By JOHN T. WOODWARD

1973 Plant and Equipment Expenditure Programs

BusiNEssMEN expact to spend
$100 billion on new plant and equip-
ment during 1873, according to the sur-
vey conduoted in late April and May
by the Burean of Beonomic Analysis.
This would be o 13.2-parcent increase
over last year, comnpared wiih increases
of &9 percent i 1972 and 1.9 percent
in 1971 (table 13.0

The 1973 advance—i{ reslized—will
be the largest since 1986, when out-
lays rose 16.7 percent. As in 1968, tha
advones reflects stronger expansion in
monufacturing (18% percent) than in
nonmennfacstyring (104 percent). This
contrasts with the period 1966-72, when
manufocturers’ ontlays rose bt oon
anaunl rate of onty 1.8 parcent while
nonmanufacturing investment increasad
at o rate of 8.3 percent.

Qutlays increased 4.6 percent from
tha fourth quartar of 1972 to the first
quarter of 1973, to o seasonally adjusted
annunl rate of $96.2 billion. This wos
tha second suceessive atreng quarterly
gnin; the fourth quarter ineresce wos
4.9 peroent. Slower expansion is pro-
jeeted for the rest of 1973, with out-
lnys rising 2.6 percent in the socond
quarter, 2.3 percent in the third, and
1.6 pereent in the fourth (table 2).

Projectad epending for the full year
1973 is down slightly—about $500 mil-
lion or 0.6 percent—irom the BLO0.G
billion projected in JFebruery. First
quérter spending was 0.6 percent below
the earlier prejection and the second
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querter projection has been ent 1.§ per-
cant, Plans for the second half of the
year ars virtually unchenged from those
reported in February.
Nonmanufacturing industries have
blowared projections for the year about
1 perzent [vom tha Fobruary survey;
electric utilities, arlines, pnd communi-
cations and commercial firms vadneed
their projections, while railronds, mas
utilities, snd mining companies raised
theirs,. Menufacturars have slightly
rajsod their projections. Projected ex-
penditures were raized by the elactrieal
mashinery, iron and sfeel, rtohber,
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Upther dursable goods” and “other non-
durable geods' industries, and reduced
by the petreleum, motor vehicle, ond
nonferroys metal indusiries.

The survey fAndings indicate thok
capital spending will rise throughout
1973~—nlthough not a6 the exception-
ally high ratas of the past fall and win-
ter. Thege findings are supported by
most factors influencing business invest-
ment, which are on balonce favornble
to continged high exponsion. Fuopds
generated internally—retained enrnings
and capital consumption allowances—
have risen steeply in the past 2 years;
in addition to rising profits and an
expandad capital Dnse, thesa funds
have been bolstered by the liberalized
deprecintion rules adopted inh mid-1971
and the investment tax credit snancted
late that year. Although short-term
interest rates hova risen in response o
tighter monetary poliey and increasing
credit demand, long-term raies have
remained relntively stable. Capacity
utilizetion in manufectoring has been
rising rapidly; the Faderal Reserve ubi-
lization rate rose 6 percentage points
from Pecember 1971 to Morch 1873,
and thizs BEA survey shows & shorp
further rise in the reported need for
more capacity (table 4) snd in the corry-
gver of ipvestment projects underway
{table 3},

The 13-percent spending inerenss in
1479 indicoted by the survey is mors
moderata than the 19-pareent rise indi-
catad by tha zpring survey eonducted
by the MeGraw-Hill Pabliestions Com-
pany, although little different from the
14-percent figure obtained by Lional D.
Edie and Company. Differences be-
tween privats surveys and the BEA
survey rasult largely from the size and
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composition of the samples vead and
frorn differences in processing teoh-
piguees. The privats survey samples have
considerably fewer reporters thon the
BEA ssmple, and consist primarily of
the larger firms. It may be noted that
large manufasiuring firms in the BEA
sampla—thoze with &sseis of £50
million or over—expact to spend 27Y
pereent mora this vear then last, not
very different from the 28-percent in-
erease for manufacturing shown by the
MeGraw-EHill survey. The full BEA
sammple of manufactvrers, ineluding
smeller firms, reports an expectsd in-
eraase of 22 poreant, but the figure after
adjustient for the systematic upward
bing in monufocturers’ axpectations is
184 percent. Thiz adjustment for mys-
tematic bias, which is not made in the
MeGraw-Hill survey, is described in the
February 1970 isswe of tha Svrver,
pages 20-21, 365-39. For nonmanufne-
turing industries, the bine correction
raises the BEA projection of the 1973
increass by 2 percentage points, but the
MeGraw-Hill projsction is still larwer
by 4 points; hern, the entire difference
ig attributebde to differonces in the
eompozition of the reporting panele.

Manufacturing programa
Manufacturers’ outlays rese 5.6 per-
cent in the first quarter to o sensonally
adjusted snmunl rate of $35.5 billion,
following on increose of 8.6 percent in
tha fourth quarter, These two lorge
gains sre in marked contrnst to the
small ndvances aver the preceding 3
years, Table 5 provides » measure of
l‘-!lﬁ pervosiveness of the recent expan-
gwn. Quilnys raported by ench manu-
fa.nturmg company in the survey sample
in each quarter of 1972 and the first
y Quarter of 1978 were maiched with the
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sutlays reporied in the yeor-earlior
guarber; In the first quarcer of 1073, 57
percent of the compenies reported over-
the-year increnses in outlays, about the
same percentage #5 in the Jpurth
quarter; the figure in the first quarter of
1972 was 40 perceont.

The expected inorease in manufac-
turers’ investiend for the full year 1973

Table 3==Starisn and Covtrover of Plant and
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is 18% percent, with duroble goods
profducers expacting a 22-percent in-
prease and nondurable goods producers
t 1l5-parcent incrense. All mujor
induatry proups oxcept textiles oxpeot
increasas, with the largest inerenses ox-
pected by the rubber, nonferrous metal,
paper, and “other dersble goods™
industries.

The 1973 increnss is scheduled to talka
place primarily in the first half of tha
yeoor, ond all manufecturing induetry
groups except petrolsum sxpect to
spend more in the first half than in the
second half of 1972, Outleys are ex-
pectad to Tise 4X percent in the sacond
querier, 24 porcont mm tho third, and
to decline 0.8 percent in the fourth
guarter. The indicatad incrasse from
the sscond half of 1972 in the first holf
of 1072 iz 12 pernent; o 4-percecnt in-
crsase is expectad for the second half.
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Manfacturers’ storte and carryover
of investment profocts and evalia-
tion of copecity

The value of new projects started by
monufasturers rosa 12 pereent (sea-
sanally adjusted) from the fonrth quar-
tar to the first (table 3); atariz have
inersnsed in each of the past seven
quorterz but. the latest rise iz tha
largest in that peried.? Starts by non-
durable goods prodacers advaneed 17
percent—acentarad in the chemioal, pe-
troleum, and textile indugtries—and
starts by durables producsrs inereassd
7 percent.

Starts excasded eapital axpenditures
in the first querier, resulting in an in-
crease in carryover—the amounds still
to be spent on projecta alrendy under-
way. Sensonally adjusted carryover
toteled 524.0 billion at the end of
March, up 52 billion or 9 percent from
end-December. The March carryover
was 2.71 times the amount of spending
in the first quaréar, compared with &
ratio of 2.42 ot tha and of Dacembear snd
2.44 at the end of March 1672,

Manufncturers reported - o further
tghtening in the adequecy of their
focilities during the first guarter (table
4). Clomponies owning 44 percent ol
fized assets in mamufacturing reported
that their facilities as of March 31 were
inzdequate, teking sccount of prospac-
tive sales over the next 12 months,
campared with 40 percent 23 of Decein-
ber 31 and 31 percent in March 1972,
The “mors needed” percentage rose
for mosat of the dursbls goods indus-
tries; in nondurables, the peirolenm
indusiry seconnted for the increase.

The ‘“about adequais™ percentage
declined to 53 percent ws of Mureh 31
from 56 percent at December 31.
Companies reporidng facilities in ex-
eeas of teeds mecounted for 3 percent

2, Bazactally adiwstad fgores ob pharts and axreyoeral havs
ot 1w sl Tor 0l periuds Mlrwon the baghnodng of the sarie
in tha ivurth goarber of 1963 Dinka o7 TE7L aud wariier year
will be polilshed 10 & fubure bais of thy Bopree. The 1
Tiwed dats hats Dosn caloulniud by seasonstly sdicabng the
axrryover dale and dwiTing wescaslly pdjusied sirl by
aiiing semscanlly adiueted sxpdvdibarte to the alooge In
ptasually wdjnisd carcpors, Formedy, piarts wens st
aenally sdfusted Meockly, snd seasonally sdhoiked QREEss
i carryover waro derived by sublracHng dasorally ndiusied
Sl oo sanally sdpted starty. The sdimates
for eiad mpmnistaring s o6 mifleanily dwnged by
b ravialon, hot e sMrmaten for Bvaral dodustries wa,
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of fixed essats at March 31, down from
5 percent ai December 31.

Nonmonufacturing programs

Nonmapufacturing  industries  re-
ported spending at o seasonally adjusted
pnnual rate of $60.7 billion in the fivat
quarier, 4 percent abova the fourth
quaitar. The projected geine for tha reat
of the year nra 1.4 percent in the
second quarter, 3.7 percent in the third,
and 2.9 percent in the fourth.

Far tha full year 1973, nonrosnufae-
turing industries project o 10¥%-percont
gain, compared with 114 percent in

SURVEY OF CURRENT BUSINESS

1972. Public atlities project strong
growih; the demepd for new eleciric
generating facilities hioe resuited in o
steady growth in spending over the
past saveral years, and projecied 1973
apending ia almoat doukle the spanding
in 1968. Startz of new projects hy
utilities in - the first quarter of 1973
totaled $7.9 billion, exceeded only by
the record $8.9 billion reported for the
fourth gquarter of 1972, Carryover
increased $3.3 billion in the quarter to
¥47.0 hillion at the end of March.
Railroads have boosted their planned
1973 outlays and now expact an incrense

11

of about 12 percent, compared with T4
percent leat yesr. Airlines expect to
reducs outlays 10 percent in 1973 fol-
lowing & huge rise to a record volume
lagt voRr.

The communicntions and mining
industriss expect spending increases this
year—I10% percent end 13 percent,
respectively—about the same as the
incraages lost year,

The “cotamercisl and other” proup—
trade, service, constrootion, finanes and
insurance—-expects en increase of B
percent; compared with 11 percent last

VOuT.

Tale &, —Expenditures for New Plont and Eguipmens by U.5. Businers,! 10T0-72
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